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Disclosure of Departures From Opinions of 
Accounting Principles Board 
T o Members of the American Institute 
of Certified Public Accountants 
The Council of the Institute, at its meeting October 2, 1964, unani-
mously adopted recommendations that members should see to it that 
departures from Opinions of the Accounting Principles Board (as well 
as effective Accounting Research Bulletins issued by the former Com-
mittee on Accounting Procedure) are disclosed, either in footnotes to 
financial statements or in the audit reports of members in their capacity 
as independent auditors. 
This action applies to financial statements for fiscal years beginning 
after December 31, 1965. 
The recommendations adopted by Council are as follows: 
1. "Generally accepted accounting principles" are those principles 
which have substantial authoritative support. 
2. Opinions of the Accounting Principles Board constitute "sub-
stantial authoritative support." 
3. "Substantial authoritative support" can exist for accounting prin-
ciples that differ from Opinions of the Accounting Principles Board. 
4. No distinction should be made between the Bulletins issued by 
the former Committee on Accounting Procedure on matters of account-
ing principles and the Opinions of the Accounting Principles Board. 
Accordingly, references in this report to Opinions of the Accounting 
Principles Board also apply to the Accounting Research Bulletins.1,2 
1This is in accord with the following resolution of the Accounting Principles Board 
at its first meeting on September 11, 1959: 
"The Accounting Principles Board has the authority, as did the predecessor com-
mittee, to review and revise any of these Bulletins (published by the predecessor 
committee) and it plans to take such action from time to time. 
"Pending such action and in order to prevent any misunderstanding meanwhile 
as to the status of the existing accounting research and terminology bulletins, the 
Accounting Principles Board now makes public announcement that these bulletins 
should be considered as continuing in force with the same degree of authority as before." 
2 The Terminology Bulletins are not within the purview of the Council's resolution 
nor of this report because they are not statements on accounting principles. 
5. If an accounting principle that differs materially in its effect from 
one accepted in an Opinion of the Accounting Principles Board is applied 
in financial statements, the reporting member must decide whether the 
principle has substantial authoritative support and is applicable in the 
circumstances. 
a. If he concludes that it does not, he would either qualify his 
opinion, disclaim an opinion, or give an adverse opinion as appropriate. 
Requirements for handling these situations in the reports of members 
are set forth in generally accepted auditing standards and in the Code 
of Professional Ethics and need no further implementation. 
b. If he concludes that it does have substantial authoritative support: 
(1) he would give an unqualified opinion and 
(2) disclose the fact of departure from the Opinion in a separate 
paragraph in his report or see that it is disclosed in a footnote to the 
financial statements and, where practicable, its effects on the financial 
statements.* Illustrative language for this purpose is as follows: 
The company's treatment of (describe) is at variance with 
Opinion No. _ _ _ of the Accounting Principles Board (Ac-
counting Research Bulletin No. of the Committee on 
Accounting Procedure) of the American Institute of Certified 
Public Accountants. This Opinion (Bulletin) states that (de-
scribe the principle in question). If the Accounting Principles 
Board Opinion (Accounting Research Bulletin) had been fol-
lowed, income for the year would have been increased (de-
creased) by $._ , and the amount of retained earnings 
at (date) increased (decreased) by $ In our opinion, 
the company's treatment has substantial authoritative support 
and is an acceptable practice. 
* ** * * 
If disclosure is made in a footnote, the last sentence might be 
changed to read: In the opinion of the independent auditors, 
, the company's treatment has substantial au-
thoritative support and is an acceptable practice. 
6. Departures from Opinions of the Accounting Principles Board 
which have a material effect should be disclosed in reports for fiscal 
periods that begin: 
a. After December 31, 1965, in the case of existing Bulletins and 
Opinions; 
* In those cases in which it is not practicable to determine the approximate effect on 
the financial statements, this fact should be expressly stated. 
b. After the issue date of future Opinions unless a later effective 
date is specified in the Opinion. 
7. The Accounting Principles Board should review prior to De-
cember 31, 1965, all Bulletins of the Committee on Accounting Pro-
cedure and determine whether any of them should be revised or 
withdrawn. 
8. The Accounting Principles Board should include in each Opinion 
a notation that members should disclose a material departure therefrom. 
9. The failure to disclose a material departure from an Accounting 
Principles Board Opinion is deemed to be substandard reporting.† The 
Practice Review Committee should be instructed to give its attention to 
this area and to specifically report to Council the extent of deviations 
from these recommendations. 
10. The Committee on Professional Ethics and the Institute's legal 
counsel have advised that the present By-Laws and Code of Professional 
Ethics would not cover an infraction of the above recommendations. 
Whether the Code of Professional Ethics should be amended is a ques-
tion which should be studied further.‡ 
* ** * * 
As indicated in the above text, Council's action is not intended to 
have the force and effect of a rule of ethics, but rather that of a standard 
of reporting practice, deviations from which should have the attention 
of the Practice Review Committee. 
Your truly, 
THOMAS D . FLYNN, President 
† In discussion at the Council meeting it was explained that the phrase "substandard 
reporting" was used in the sense of reporting practices not in conformity with recom-
mendations of the Council. 
‡ By order of the Council a special committee is now reviewing the entire matter of 
the status of Opinions of the Accounting Principles Board, and the development of 
accounting principles and practices for the purpose of recommending to Council a 
general statement of philosophy, purpose and aims in this area. 
